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month period, either of which results
in:

(A) At least a 10 percent increase in
annual revenues from those services or
tariffed items, and

(B) At least $100,000 in additional an-
nual revenues, both calculated on the
basis of existing quantities in service.

(e) Submission of explanation and data
by connecting carriers. If the changed or
new matter is being filed by the issuing
carrier at the request of a connecting
carrier, the connecting carrier must
provide the data required by para-
graphs (b) and (c) of this section on the
date the issuing carrier files the tariff
matter with the Commission.

(f) Copies of explanation and data to
customers. Concurrently with the filing
of any rate for special construction (or
special assembly equipment and ar-
rangements) developed on the basis of
estimated costs, the offering carrier
must transmit to the customer a copy
of the explanation and data required by
paragraphs (b) and (c) of this section.

[49 FR 40869, Oct. 18, 1984, as amended at 53
FR 36289, Sept. 19, 1988; 54 FR 19841, May 8,
1989; 55 FR 42382, Oct. 19, 1990; 56 FR 55239,
Oct. 25, 1991; 57 FR 54330, Nov. 18, 1992; 58 FR
36147, July 6, 1993; 58 FR 48762, Sept. 17, 1993]

§ 61.39 Optional supporting informa-
tion to be submitted with letters of
transmittal for Access Tariff filings
effective on or after April 1, 1989,
by local exchange carriers serving
50,000 or fewer access lines in a
given study area that are described
as subset 3 carriers in § 69.602.

(a) Scope. This section provides for an
optional method of filing for any local
exchange carrier that is described as
subset 3 carrier in § 69.602 of this chap-
ter, which elects to issue its own Ac-
cess Tariff for a period commencing on
or after April 1, 1989, and which serves
50,000 or fewer access lines in a study
area as determined under § 36.611(a)(8)
of this chapter. However, the Commis-
sion may require any carrier to submit
such information as may be necessary
for review of a tariff filing. This sec-
tion (other than the preceding sentence
of this paragraph) shall not apply to
tariff filings proposing rates for serv-
ices identified in § 61.42(d), (e) and (g),
which filings are submitted by carriers
subject to price cap regulation, or to
tariff filings proposing rates for serv-

ices identified in § 61.50, which filings
are submitted by carriers subject to op-
tional incentive regulation.

(b) Explanation and data supporting
tariff changes. The material to be sub-
mitted to either a tariff change or a
new tariff which affects rates or
charges must include an explanation of
the filing in the transmittal as re-
quired by § 61.33. The basis for rate-
making must comply with the follow-
ing requirements. Except as provided
in paragraph (b)(5) of this section, it is
not necessary to submit this support-
ing data at the time of filing. However,
the local exchange carrier should be
prepared to submit the data promptly
upon reasonable request by the Com-
mission or interested parties.

(1) For a tariff change, the local ex-
change carrier that is a cost schedule
carrier must propose Tariff Sensitive
rates based on the following:

(i) For the first period, a cost of serv-
ice study for Traffic Sensitive elements
for the most recent 12 month period
with related demand for the same pe-
riod.

(ii) For subsequent filings, a cost of
service study for Traffic Sensitive ele-
ments for the total period since the
local exchange carrier’s last annual fil-
ing, with related demand for the same
period.

(2) For a tariff change, the local ex-
change company that is an average
schedule carrier must propose Traffic
Sensitive rates based on the following:

(i) For the first period, the local ex-
change carrier’s most recent annual
Traffic Sensitive settlement from the
National Exchange Carrier Association
pool.

(ii) For subsequent filings, an
amount calculated to reflect the Traf-
fic Sensitive average schedule pool set-
tlement the carrier would have re-
ceived if the carrier had continued to
participate, based upon the most re-
cent average schedule formulas ap-
proved by the Commission.

(3) For a tariff change, the local ex-
change carrier that is a cost schedule
carrier must propose Common Line
rates based on the following:

(i) For the first period the Carrier
Common Line revenue requirement
shall be determined by a cost of service
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study for the most recent 12 month pe-
riod. The Carrier Common Line reve-
nue requirement shall be divided by a
factor equal to the demand over the
preceding 12-month period, multiplied
by the ratio of Carrier Common Line
minutes of use during the most recent
12-month period over Carrier Common
Line minutes of use in the preceding
12-month period.

(ii) For subsequent filings, the Car-
rier Common Line revenue require-
ment shall be determined by a cost of
service study for the total period since
the carrier’s last biennial access filing.
The Carrier Common Line revenue re-
quirement determined in this manner
shall be divided by a factor equal to the
demand over the preceding 12-month
period, multiplied by the ratio of Car-
rier Common Line minutes of use dur-
ing the most recent 12-month period
over Carrier Common Line minutes of
use in the preceding 12-month period.

(4) For a tariff change, the local ex-
change carrier which is an average
schedule carrier must propose common
line rates based on the following:

(i) For the first period, the local ex-
change carrier’s most recent annual
Common Line settlement from the Na-
tional Exchange Carrier Association
that is conclusively binding upon the
carrier and the Association. This car-
rier common line settlement amount
shall be divided by a factor equal to the
demand over the preceding 12-month
period, multiplied by the ratio of Car-
rier Common Line minutes of use dur-
ing the most recent 12-month period
over Carrier Common Line minutes of
use in the preceding 12-month period.

(ii) For subsequent filings, an
amount calculated to reflect the aver-
age schedule pools settlement the car-
rier would have received if the carrier
had continued to participate, based
upon the most recent average schedule
Common Line formulas approved by
the Commission. This amount shall be
divided by a factor equal to the demand
over the preceding 12-month period,
multiplied by the ratio of Carrier Com-
mon Line minutes of use during the
most recent 12-month period over Car-
rier Common Line minutes of use in
the preceding 12-month period.

(5) For End User Common Line
charges included in a tariff pursuant to

this Section, the local exchange carrier
must provide supporting information
for the two-year historical period with
its letter of transmittal in accordance
with § 61.38.

(c) Maximum allowable rate of return.
Local exchange carriers filing tariffs
under this section are not required to
comply with §§ 65.700 through 65.701, in-
clusive, of the Commission’s Rules, ex-
cept with respect to periods during
which tariffs were not subject to this
section. The Commission may require
any carrier to submit such information
if it deems it necessary to monitor the
carrier’s earnings. However, rates must
be calculated based on the local ex-
change carrier’s prescribed rate of re-
turn applicable to the period during
which the rates are effective.

(d) Rates for a new service that is the
same as that offered by a price cap reg-
ulated local exchange carrier providing
service in an adjacent serving area are
deemed presumptively lawful, if the
proposed rates, in the aggregate, are no
greater than the rates established by
the price cap local exchange carrier.
Tariff filings made pursuant to this
paragraph must include the following:

(1) A brief explanation of why the
service is like an existing service of-
fered by a geographically adjacent
price cap regulated local exchange car-
rier; and

(2) Data to establish compliance with
this subsection that, in aggregate, the
proposed rates for the new service are
no greater than those in effect for the
same or comparable service offered by
that same geographically adjacent
price cap regulated local exchange car-
rier. Compliance may be shown
through submission of applicable tariff
pages of the adjacent carrier; a show-
ing that the serving areas are adjacent;
any necessary explanations and work
sheets.

(e) Average schedule companies filing
pursuant to this section shall retain
their status as average schedule com-
panies.

[52 FR 26682, July 16, 1987, as amended at 53
FR 36289, Sept. 19, 1988; 55 FR 42382, Oct. 19,
1990; 58 FR 36147, July 6, 1993]
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§ 61.40 Private line rate structure
guidelines.

(a) The Commission uses a variety of
tools to determine whether a carrier’s
private line tariffs are just, reasonable,
and nondiscriminatory. The carrier’s
burden of cost justification can be re-
duced when its private line rate struc-
tures comply with the following five
guidelines.

(1) Rate structures for the same or
comparable services should be inte-
grated;

(2) Rate structures for the same or
comparable services should be consist-
ent with one another;

(3) Rate elements should be selected
to reflect market demand, pricing con-
venience for the carrier and customers,
and cost characteristics; a rate ele-
ment which appears separately in one
rate structure should appear separately
in all other rate structures;

(4) Rate elements should be consist-
ently defined with respect to underly-
ing service functions and should be
consistently employed through all rate
structures; and

(5) Rate structures should be simple
and easy to understand.

(b) The guidelines do not preclude a
carrier, in a given case when a private
line tariff does not comply with these
guidelines, from justifying its depar-
ture from the guidelines and showing
that its tariff is just, reasonable, and
nondiscriminatory.

§ 61.41 Price cap requirements gen-
erally.

(a) Sections 61.42 through 61.49 shall
apply as follows:

(1) To dominant interexchange car-
riers, as specified by Commission
order;

(2) To such local exchange carriers as
specified by Commission order, and to
all local exchange carriers, other than
average schedule companies, that are
affiliated with such carriers; and

(3) On an elective basis, to local ex-
change carriers, other than those speci-
fied in paragraph (a)(2) of this section,
that are neither participants in any
Association tariff, nor affiliated with
any such participants, except that af-
filiation with average schedule compa-
nies shall not bar a carrier from elect-

ing price cap regulation provided the
carrier is otherwise eligible.

(b) If a telephone company, or any
one of a group of affiliated telephone
companies, files a price cap tariff in
one study area, that telephone com-
pany and its affiliates, except its aver-
age schedule affiliates, must file price
cap tariffs in all their study areas.

(c) The following rules apply to tele-
phone companies subject to price cap
regulation, as that term is defined in
§ 61.3(w), which are involved in mergers,
acquisitions, or similar transactions.

(1) Any telephone company subject to
price cap regulation that is a party to
a merger, acquisition, or similar trans-
action shall continue to be subject to
price cap regulation notwithstanding
such transaction.

(2) Where a telephone company sub-
ject to price cap regulation acquires, is
acquired by, merges with, or otherwise
becomes affiliated with a telephone
company that is not subject to price
cap regulation, the latter telephone
company shall become subject to price
cap regulation no later than one year
following the effective date of such
merger, acquisition, or similar trans-
action and shall accordingly file price
cap tariffs to be effective no later than
that date in accordance with the appli-
cable provisions of this part 61.

(3) Notwithstanding the provisions of
§ 61.41(c)(2) above, when a telephone
company subject to price cap regula-
tion acquires, is acquired by, merges
with, or otherwise becomes affiliated
with a telephone company that quali-
fies as an ‘average schedule’ company,
the latter company may retain its ‘av-
erage schedule’ status or become sub-
ject to price cap regulation in accord-
ance with § 69.3(i)(3) and the require-
ments referenced in that section.

(d) Local exchange carriers that be-
come subject to price cap regulation as
that term is defined in § 61.3(w) of this
chapter shall not be eligible to with-
draw from such regulation.

[55 FR 42382, Oct. 19, 1990; 55 FR 50558, Dec. 7,
1990, as amended at 56 FR 55239, Oct. 25, 1991]

§ 61.42 Price cap baskets and service
categories.

(a) Each dominant interexchange car-
rier subject to price cap regulation
shall establish three baskets as follows:
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